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DLS Pilots Y2K QOutreach

During the past two years the Division
of Local Services (DLS) has been alert-
ing cities and towns to the potential of
computer system failures because of
Year 2000 (Y2K) programming errors.
While the early focus of those worrying
about the millennium bug was on large
federal and state agencies, the spot-
light has shifted to municipal govern-
ment. Surveys show that the public
places a high priority on uninterrupted
vital municipal services. With just 11
months left, it is time to make the final
preparations.

DLS has organized an ambitious Y2K
outreach program for municipalities.
The program will provide on-site staff
assistance to small towns in assessing
vulnerabilities, and create a central
Web-based clearinghouse for compli-
ance data on products and community
status.

Y2K Outreach Program

DLS staff has tested the outreach pro-
gram by providing assistance to small
towns that do not have paid technical
staff. Outreach staff is conducting in-
ventories in municipal governments,
school districts, housing authorities,
utility districts, etc. The community must
agree that it retains responsibility for
the accuracy of data collected and the
appropriateness of the proposed solu-
tions. The program includes:

e hardware, software, and embedded
device inventories;

e vendor management program devel-
opment;

e non-compliant system assessments;
e remediation or replacement strategy
recommendations; and

e community specific risk management
and contingency plans.

For outreach recommendations to be
beneficial they should be part of
FY2000 budget deliberations and cre-
ation of Y2K contingency accounts.
DLS began testing the program last
month in 17 of the 100 communities with
populations under 5,000. At this writing
half of the inventories are done and pre-
liminary community results show:

Time is of the
essence.

e many have Y2K vulnerabilities be-
cause they rely on older non-compliant
vendor programs in the interest of
economy;

e communities are aware of Y2K issues
to varying degrees and are purchasing
hardware and software with compli-
ance in mind;

e many assume Y2K compliance re-
lates only to financial systems, conse-
quently, public safety, utilities, etc., re-
ceive less scrutiny;

e suppliers and service vendors are
seldom queried on their Y2K status; and
® many communities trust verbal com-
pliance assurances on products with-
out specification of what compliance
means.

DLS believes that, with full community
cooperation, it can inventory all 100
communities. Also, once those goals
are met we will offer assistance to
larger communities.

written by David Davies

Web-based Clearinghouse

Currently DLS is creating an Internet
Y2K compliance clearinghouse. Infor-
mation gathered by DLS will be posted
to a database that can be searched by
community, department, product, or
vendor, and downloaded. For exam-
ple, someone discovers that an em-
bedded chip in a specific model water
pump is not Y2K compliant, and DLS
posts that information. A local official
elsewhere is worried about water sys-
tem compliance and searches by
water supply or pump or vendor name.
The searcher could discover the water
system’s compliant status, where else
it is used in Massachusetts, the ven-
dor’s proposed solution, their website,
e-mail address, and product certifica-
tions. Data on alternative compliant
pumping systems can also be found.
While the clearinghouse website is
under construction we will create a sta-
tic (non-searchable) Internet site to get

continued on page two O
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in Our Opinion

Y2K Outreach
O continued from page one

Trust Ownership/
Exemption Eligibility

The Appellate Tax Board (ATB) re-
cently upheld the denial of a veterans
exemption to an applicant whose prop-
erty was held in trust. H. Edward Jans
v. Assessors of Eastham.* The ATB ren-
dered a decision, through its informal
process, consistent with an advisory
opinion from the Division of Local Serv-
ices’ Property Tax Bureau. In our advi-
sory letter to the assessors, we wrote
that Jans did not qualify for a veterans
exemption because of the ownership
through multiple trusts.

H. Edward Jans and Caroline G. Jans
who owned a house in Eastham de-
cided to change the property’s form of
ownership. The husband and wife cre-
ated three trusts: one in the Jans family
name and one in each of their given
names. They conveyed their house to
themselves as trustees of the Jans
Nominee Trust. Under the declaration
of trust, the full beneficial interest was
held by the trustee of the H. Edward
Jans Trust (50 percent interest) and the
trustee of the Caroline G. Jans Trust
(50 percent interest). When the hus-
band applied for a veterans exemp-
tion, the assessors denied the applica-
tion since the husband did not meet
the threshold ownership requirement
under M.G.L. Ch.59 Sec.5.

A major element embodied in the con-
cept of a trust is the separation of legal
title, which is vested in the trustee, from
the beneficial ownership interest. A de-
termination of the legal title and the
beneficial interest is essential in ascer-
taining the taxpayer’s eligibility for an
exemption since an applicant must
have both ownership of a sufficient
beneficial property interest and owner-
ship of a record legal interest to obtain
an exemption.

The landmark case on this issue is
Kirby v. Board of Assessors of Med-
ford.2 In that decision, the Supreme Ju-
dicial Court upheld the denial of an el-
derly exemption to an individual who
possessed no more than a beneficial
interest in his property, even though he
met all other statutory requirements for
the exemption.® The Supreme Judicial
Court ruled that ownership for the pur-
pose of receiving the elderly exemp-
tion required “not only ownership of a
sufficient beneficial property interest,
but also ownership of a record legal in-
terest, as a condition of obtaining the
exemption.”

In Jans, the husband and wife had di-
vided the legal and beneficial interests
in their domicile between separate
trusts. We previously advised asses-
sors that such an arrangement does
not, as a rule, satisfy the Kirby test
since it is far different from separating
those interests within a single trust. Al-
though the husband held legal title as
trustee for the Jans trust, he did not
have a sufficient beneficial interest in
the particular trust in which the domi-
cile is held. In the Department’s Infor-
mational Guideline Release entitled
“Exemption Eligibility of Property Held
in Trust” (IGR 91-209), we wrote as fol-
lows on the subject of “Multiple Trusts”:

To fulfill the ownership requirement for
property held in trust, an individual
must possess both legal title and suffi-
cient beneficial interest in the particular
trust in which the domicile is held.
Therefore, if an individual establishes
more than one trust, retaining legal title
to his domicile under one trust but
transmitting the full beneficial interest
in that domicile to some other trust, the
individual does not qualify for a per-
sonal or a residential exemption. m

written by James Crowley

1. Docket #X282673, 1998.
2. 350 Mass. 386 (1966).
3. M.G.L. Ch.59 Sec.5 Cl.41.

this information out as soon as possi-
ble. As with all Year 2000 programs,
time is of the essence.

Plans also include a Year 2000 Compli-
ance Web page for each community
with a message from the community’s
executives. There will be links to the
community’s Y2K assessment and con-
tingency plans. Cities, towns and busi-
nesses are welcome to link to their
sites. The clearinghouse can also be a
procurement resource as the search
for solutions intensifies.

Workshops and
Publications

DLS is working with other agencies
and associations to organize regional
workshops for non-technical local
leaders. Workshop topics and related
publications will focus on topics, like
contingency planning, that relate to the
decisions facing local officials and the
concerns of their constituents as the
year 2000 approaches.

Media attention will increasingly make
Y2K preparedness an issue of citizens’
concern. Some larger jurisdictions in
the country are preparing Y2K contin-
gency plans similar to emergency man-
agement planning for a blizzard or hur-
ricane. Because DLS knows that many
Massachusetts communities use simi-
lar systems and face common prob-
lems, we are working to simplify the
search for compliance verifications or
common solutions. Well-informed mu-
nicipal officials will more effectively
guide their communities through a
unique period of time in which even the
experts disagree. Verification of local
systems is a small but important part of
the solution. m
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FOCUS

on Municipal Finance

FY 1997 Municipal
Spending

This article compares FY1997 munici-
pal general fund expenditures with
those of FY1996 and also looks at
trends from FY1990 to FY1997. In
FY1997 general fund spending in-
creased 3.7 percent over FY1996, or
about 1.3 percent when adjusted for in-
flation. This is a bit higher than the aver-
age rate of increase over the last seven
years. Actual expenditure growth from
FY1990 to FY1997 was 24.7 percent.
Adjusted for inflation, it was only 3.5
percent or 0.5 percent per year.

Thirty communities actually had a de-
crease in general fund expenditures
between FY1996 and FY1997. The
largest decrease was 17.3 percent in
Tolland, followed by 15.2 percent in
Provincetown and 14.3 percent in
Rowe. All three of these communities
are comparatively small, so that small
dollar-value changes resulted in large
percentage changes. For example, in
Tolland a decrease from $305,889 to

Table 1

$174,884 in public works and highway
costs accounted for most of the total
decrease. Sixty-nine communities kept
spending below the state and local
government inflation rate of 2.3 per-
cent. There were 38 communities with
an increase of over 10 percent. For the
most part, these large increases were
one time expenditures which could be
accounted for by changes in recogniz-
ing expenses (moving some charges
from one fiscal year to another) or debt
restructuring.

Statewide Trends

Statewide, in FY1997, education ac-
counted for 47.5 percent of municipal
general fund expenditures. The next
largest expenditure, fixed costs, ac-
counted for 11.2 percent of the total.
Fixed costs are mainly employee ben-
efits that communities must provide
and over which they have little control.
These were followed by police, 7.7 per-
cent; debt service, 6.0 percent; fire, 5.9
percent; general government, 5.0 per-
cent; other public works (not charged
to a specific function, for example high-

ways); 3.9 percent; highways, 3.5 per-
cent; intergovernmental (state, county,
MWRA and other assessments), 3.2
percent; culture and recreation, 2.3
percent; health and welfare, 1.3 per-
cent; other public safety (ambulance,
emergency, inspectional services,
etc),1.3 percent; and other expendi-
tures, 1.3 percent.

Between FY1990 and FY1997 total
general fund spending had a net in-
crease of $2 billion. Education ac-
counted for 71.6 percent or about $1.5
billion of the net increase. Much of this
increase in spending on education
came from increases in state aid, as
well as increases in local spending re-
quired by the Ed Reform Act of 1993.
The next largest shares of the increase
were fixed costs (8.5 percent, $175 mil-
lion), police (8.5 percent, $174 million)
and intergovernmental (4.9 percent,
$101 million). The large increase in po-
lice expenditures was funded in part
by federal and state programs aimed
at increasing the size of police depart-
continued on page six 0

Total General Fund Expenditure by Function
Massachusetts State Totals (FY96 data are used for Chester and Plympton)

Change Change
Expenditures FY90 FY93 FY95 FY96 FY97 FY90-FY97  FY96-FY97
General Government 456,861,081 425,250,309 456,238,354 492,939,002 518,518,517 13.5% 5.2%
Police 620,844,165 634,355,748 712,861,026 751,273,186 794,946,973 28.0% 5.8%
Fire 516,595,783 512,845,770 562,154,754 583,565,653 604,976,066 17.1% 3.7%
Other Public Safety 142,709,003 129,797,324 142,091,278 143,392,654 133,015,803 -6.8% —7.2%
Education 3,440,838,075 3,570,770,134  4,262,415,710 4,573,251,030 4,906,503,268 42.6% 7.3%
Highways 333,862,310 334,173,330 316,406,981 411,169,322 357,499,139 7.1% -13.1%
Other Public Works 426,988,871 382,508,171 395,180,294 389,903,429 407,514,416 —4.6% 4.5%
Health and Welfare 348,983,201 283,136,216 312,041,861 325,433,032 138,601,943 —60.3% —57.4%
Culture and Recreation 197,075,557 184,109,775 205,558,424 219,335,054 233,298,401 18.4% 6.4%
Debt Service 522,773,113 533,781,890 550,563,716 586,104,558 619,109,987 18.4% 5.6%
Fixed costs 986,412,830 1,115,928,359 1,117,739,274 1,127,644,630 1,161,331,489 17.7% 3.0%
Intergovernmental 229,356,549 300,215,014 312,124,966 313,267,390 330,508,760 44.1% 5.5%
Other 63,874,234 51,317,410 48,766,238 50,067,908 128,850,698 101.7% 157.4%
TOTAL 8,287,174,772 8,458,189,450 9,394,142,876 9,967,346,848  10,334,675,460 24.7% 3.7%
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FY1997 Municipal Spending
O continued from page three

ments. Three functions had decreases
in spending over the seven-year pe-
riod: health and welfare ($210 million),
other public works ($19 million) and
other public safety ($10 million).

Table 1 shows the amount of expendi-
tures for each functional category for
FY1990, FY1993, FY1995, FY1996 and
FY1997. It also shows the percentage
change for each function between
FY1996 and FY1997 and between
FY1990 and FY1997. Note that smaller
dollar-value changes had a larger ef-
fect on percentage changes for func-
tions with smaller expenditures. For ex-
ample, the addition of the Public Health
Commission in Boston accounted for
most of the 157.4 percent increase in
the Other category between FY1996
and FY1997 and the 101.7 percent in-
crease between FY1990 and FY1997.
A $101 million increase in intergovern-
mental expenditures resulted in a 44.1
percent increase over seven years,
while a $1.5 billion increase in educa-
tion resulted in a 43.6 percent increase.

Table 2

Spending in 9 out of the 13 general
fund functions did not keep up with in-
flation between FY1990 and FY1997.
The functions which decreased, relative
to inflation are health and welfare, other
public safety, other public works, high-
ways, general government, fire, fixed
costs, culture and recreation, debt serv-
ice. It is interesting to note that while
fixed costs accounted for the second
largest share of the actual increase in
expenditures, the rate of increase was
below inflation. Table 2 shows expendi-
tures adjusted for inflation.

Community Trends

Table 3 shows FY1996 and FY1997
total expenditures for all 351 cities and
towns. It also shows per capita expen-
ditures for the total and for education,
police, fire and public works. State-
wide, per capita general fund expendi-
tures were $1,696. The 12 communities
with the highest per capita expenditures
were all on the Cape and the Islands,
except Rowe in the western part of the

state. Rowe has a decommissioned
nuclear power plant that significantly
increases its tax base. With their high
proportion of seasonal properties,
Cape and Island towns provide serv-
ices to a far larger population than just
their year-round population resulting in
higher per capita expenditures. The
amounts for the five highest towns are:
Aquinnah (formerly Gay Head), $5,357;
Gosnold, $4,956; Nantucket, $4,419;
Rowe, $3,794; and Chilmark, $3,739.
The towns with the lowest expenditures
were those in regional school districts
in the central or western parts of the
state. State and other aid that goes di-
rectly to the regional school districts
was not included in these towns’ ex-
penses, lowering their expenditures
relative to towns not in regional dis-
tricts. The five lowest are: Royalston,
$569; Templeton, $597; Dudley, $597;
Spencer, $636 and Athol, $672. m

written by Stanley Nyberg

Total General Fund Expenditure by Function in Constant FY90 Dollars
Massachusetts State Totals (FY96 data are used for Chester and Plympton)

Change Change
Expenditures FY90 FY93 FY95 FY96 FY97 FY90-FY97 FY96—-FY97
General Government 456,861,081 393,719,554 400,157,299 418,799,564 430,511,000 -5.8% 2.8%
Police 620,844,165 587,320,590 625,235,780 638,279,547 660,021,590 6.3% 3.4%
Fire 516,595,783 474,820,132 493,054,401 495,795,707 502,294,214 -2.8% 1.3%
Other Public Safety 142,709,003 120,173,327 124,625,345 121,825,988 110,439,193 —22.6% -9.3%
Education 3,440,838,075 3,306,010,592 3,738,477,365 3,885,420,974 4,073,728,435 18.4% 4.8%
Highways 333,862,310 309,395,600 277,514,071 349,328,278 296,821,245 -11.1% -15.0%
Other Public Works 426,988,871 354,146,590 346,604,528 331,260,836 338,347,490 —20.8% 2.1%
Health and Welfare 348,983,201 262,142,701 273,685,514 276,486,972 115,077,204 -67.0% —58.4%
Culture and Recreation 197,075,557 170,458,709 180,291,076 186,346,434 193,700,947 -1.7% 3.9%
Debt Service 522,773,113 494,203,916 482,888,139 497,952,753 514,029,202 -1.7% 3.2%
Fixed costs 986,412,830 1,033,186,354 980,346,184 958,043,647 964,220,108 -2.2% 0.6%
Intergovernmental 229,356,549 277,955,169 273,758,404 266,151,077 274,411,910 19.6% 3.1%
Other 63,874,234 47,512,412 42,771,867 42,537,551 106,981,026 67.5% 151.5%
TOTAL 8,287,174,772 7,831,045,647 8,239,409,972 8,468,229,327 8,580,583,562 3.5% 1.3%

Constant FY90 dollars calculated using the State and Local Implicit Price Deflator
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Murphy Honored

The Plymouth County Assessors Asso-
ciation (PCAA) presented Property Tax
Bureau Counsel Dan Murphy with the
Richard Weaver Award at their Novem-
ber 1998 meeting. The plaque reads:

In appreciation of your Legal Advice
and Contribution through the years to
all Assessors of the Commonwealth
and particularly the assessors of Ply-
mouth County.

Dan has been on the legal staff of the
Division of Local Services for 18 years.
Although knowledgeable in all aspects
of municipal law, he specializes in the
classification and taxation of forest, agri-
cultural/horticultural and recreational
land (Chapters 61, 61A and 61B).

“The Richard Weaver Award is usually
given to an assessor from Plymouth
County whose contributions to the field
of assessing are above and beyond
the usual,” according to Mary Quill, out-
going president of the PCAA. “Dan is
the first person selected from outside
the Association. With all of its cran-
berry bogs and forest land, Plymouth
County has many properties under
Chapters 61 and 61A. Dan is always
available to answer our questions. At
certain times of the year Dan probably
talks to at least one Plymouth County
assessor per day. He is always pleas-
ant, easy to work with, and has pre-
sented numerous workshops to us. We
wanted to recognize his contributions
and to show our appreciation to him.”

Courses for
Assessors

Electric Generating Appraisal Course

Follow-up — The Division of Local
Services’ Bureau of Local Assessment
(BLA) will be offering one or two Elec-
tric Generating Appraisal Course fol-
low-up seminars for individuals who

completed Module |, the four-day Ap-
praisal Training Course: Electric Gen-
eration, Transmission and Distribution
presented in June 1998. The purpose
of the seminars is to develop the con-
cepts presented in Module | in greater
depth. BLA will solicit questions and is-
sues from prospective students prior to
the seminars to allow for the prepara-
tion of additional materials as needed.
The number of students attending the
seminars will be limited. We are tenta-
tively planning to offer these seminars
in late winter.

Appraisal T raining Course: Electric
Generation, T ransmission and Dis -
tribution — Module | — In addition to
real and personal property valuation of
electric generation, transmission and
distribution facilities, this course will
cover binding tax agreements and pay-
ment-in-lieu-of tax (PILOT) agreements.
Since tax agreements are based upon
full and fair cash value, it is important
that assessors know the valuation ba-
sics of these complex entities. BLA will
present this informative course only
once this fiscal year. Preference will be
given to assessors and assistant as-
sessors in communities hosting exist-
ing or potential electric generating
plants who were unable to attend last
June’s courses. The number of students
will be limited to 35. This course, which
will run from 8:30 a.m. to 5:00 p.m. for
four consecutive days, requires a sig-
nificant commitment from participants.
Those attending all four days will re-
ceive certificates. Participants in the
courses offered last June were enthusi-
astic in their evaluations.

Appraisal T raining Course: T elecom -
munications —Module Il —  This new
Telecommunications course is being
offered for the first time. Module Il will
cover valuation related matters in the
rapidly changing telecommunications

industries. Some of the topics to be in-
cluded in this one day course will be:

e wired facilities — poles and wires,
fiber optics, building and switch gear,
easements, ground stations, etc.;

e wireless facilities — cellular tele-
phones, towers and satellites;

¢ taxability issues — intangibles and
satellites;

e application of sales information;

e reproduction and replacement costs;
e application of the unit method; and
® income approach analysis;

BLA plans to hold this courses three
times in various locations throughout
the Commonwealth. Class size will be
limited to approximately 35 students in
each location to allow for maximum
student participation.

There is no charge for these courses.
Because attendance is limited, we ask
that students verify that they can attend
before signing-up. Dates and locations
are in the planning stage. If a county
assessors association can suggest a
good classroom location with space for
at least 35 students, we would appre-
ciate your assistance. Please contact
Barbara LaVertue at (617) 626-2340.

FY1999 Cherry Sheet
Manual

The Division of Local Services has
published the FY1999 Cherry Sheet
Manual and distributed copies to may-
ors and selectmen in November. The
manual provides an in-depth descrip-
tion of each of the Cherry Sheet pro-
grams including funding formulas and
statutory citations. Municipal official can
request additional copies by contact-
ing Elaine Lombardi at (617) 626-2337.
Cherry Sheet program descriptions are
also available through the DLS home
page on the Internet. See page 8 for
the address. m
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Municipal Fiscal Calendar

March 1
DOE: Notify Communities of Estimated Net School Spending Requirement for the Next Year

Personal Property Owner:  Submit Form of List
This is a listing of all personal property filed by the owner with the Assessors each year for
the purpose of determining taxes in the next fiscal year.

Non-Profit Organization:  Final Filing Date for 3-ABC Forms
These must be filed on or before March 1 (this deadline may be extended by the Assessors).
In no event should the forms be filed later than 30 days after the tax bill is mailed.

March 31
State Treasurer: Notification of Quarterly Local Aid Payment on or Before March 31

Department of Education News

The Department of Education (DOE) has posted an interim advisory memoran-
dum on their website to answer the questions they have been receiving on the
school building maintenance spending requirements. The Board of Education is
expected to promulgate formal regulations by late winter or early spring. The list
of foundation reserve (pothole) grants has also been posted on the website. An
adjunct to the Chapter 70 school aid program, pothole grants provide one-time
discretionary grants to municipalities and school districts which, because of un-
usual or unique circumstances, are having difficulty meeting their educational
needs. A summary of the proposed governance and financing plan for Essex
Agricultural School is also available. See www.doe.mass.edu/schoolfinance. m

Data Bank Highlight

Information on municipal expenditures
for each community since FY87 is avail-
able on the Municipal Data Bank web
page under Actual General Fund Ex-
penditures. There are two types of re-
ports: General fund expenditures by
function, which groups expenditures
into the 13 categories listed in the tables
in the current Focus article, and school
versus total general fund expenditures.
More detailed information or compari-
son reports can be requested from the
Data Bank staff printed out on hard
copy or as Microsoft Excel files which
can be sent by e-mail over the Internet.
To obtain Municipal Data Bank information contact
Medi Ba, Dora Brown, Debbie DePerri or Stan Ny-
berg at (617) 626-2300. For technical assistance

contact Burt Lewis at (617) 626-2358. The World
Wide Web address is listed below. B

City & Town

City & Town is published by the Massachusetts
Department of Revenue’s Division of Local Serv-
ices (DLS) and is designed to address matters
of interest to local officials. DLS offers numerous
publications on municipal law and finance, avail-
able by calling (617) 626-2300, or through the
DLS World Wide Web site at http ://www.state.
ma.us/dls or by writing to PO Box 9655, Boston,
MA 02114-9655.
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